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Mcmomnduym to Holders of Antex to Economic Intelligence Weekly,
Sandis Shifting Foretgn Holdingy, 8C No. 05900/74, 24 April 1974

Becduse of o printing error, 0 portion of the paragraph following the
table oh page 1 vus omitted. The paragraph should tead as follows:

fn response o the cutrtent massive buildup of funds - holdings dre
rising about $1.4 billion monthly - King Faysal apparently has declded
to perisit the Suudi Arablan Moneluty Agency (SAMA) to substantialfy
diversity its investients, Acting through US and foreign banks. SAMA plans
to spend up to $1 billion on forelgn equittes. At least 3100 million hay
beer edrmarked jor putchuses in the US stock matket. SAMA apparently
plans to uvold speculative stacks, concentrating on blue-chip companies with
supetior growth potential.
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SAUDIS SHIFTING FOREIGN HOLDINGS

A dramutic shift in Saudi Arabia's investment policy is undet way.
Sources indicate that Riyadh has decided to invest heavily in foreign
equities -~ particularly US stocks - and in direct loans to Furopean public
agencies. Loans to international organizations will also shatply increasc.

Suucli Arabia's investiment policy has traditionally  been the most
conservative in the Middie East. Riyudh essentially viewed its foreigh ussels
is money for o rainy day. At the end of 1973, hearly 807 of Suudi holdings
consisted of liquid assets; less than 15% was in equities and real ustitte.
Credits were extended to few cotrstries other than Egypt, Syria, and Jordun.

Composition of Satdi Arabin's Official Foreign Assets
31 December 1973

Percent
Gold and reserve pusition in the IMF 5
Other foreign reserves RO
Bunk deposits 05
Highly liquid (current and call accounts) Rlf]
Relatively liquid (time accounts and
certificates of depusit) 15
Treasury stock and bonds ' 10
Selected notes and loans 5
Other foreign ussets, including equities
and real estate 15
Million US $
Total foreign assets 4,675

In response to the current massive buildup of funds -~ holdings are
rising about $1.4 billion monthly -~ King Faysal apparently has decided
to permit the Saudi Arabian Monetary Agency (SAMA) to substantially
giversify its investments. Acting through US and foreign banks, SAMA plans
to spend up to $1 billion on foreign purchases in the US stock market.
SAMA appatently plans to avoid speculative stocks, concentrating on
bluc-chip cotnpanies with superior growth potential.

During the first quarter of this year, the Saudis invested about $1.2
billion in government-guaranteed loans to French public agencies and in
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British treasuty bills. These Investients geterally were made throtigh banks
to stiroud Saudi participation.

King Faysal also scems willing to chaninel more Suudi investments to
internationdl organizations. During the recent visit of IMF Managing Director
Witteveen, the Saudis greed to participate iy proposed new Fund
arkangettients to finance vilinduced payments deficits. Further lending to
the World Bank and incressed conttibutions to specialized UN agencics
detive in the less developed wotld are alsy cotitemiplated.

The shift in Saudi investments towdrd longer term holdings will
facilitate the recycling of oil producets' funds to oll-impotting countrics
because these countries are Interested in the lotig-tetm commitment of the
futids,

At the same titne, the concentration of the investments in the United
Kingdom, the United States, and o fow uther developed countries poses
problems. Increasing Arab owhership of domestic financial instruments -
patticulatly equitics - will heighten concern ahout foreign control of
impottant industries. Even if ol prices decline substantially from current
levels, the Arabs will have vast potential to buy up major companies
worldwide. In addition. countries will expetietce some deterioration in their
intetnational trade competitiveness if the infow df Arab funds exceeds their
borrowing needs. The United Kingdoms and the United States. in particular,
could see their currencles dppreciuting us o consequence of capital inflows,
even though their trade balances were deteriorating,
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